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St.  I/juis,  April  IS,  1942. 


To  the  Stockholders  of 

The  May  Department  Stores  Company: 

TIic  thirty-second  nnniinl  report  of  your  Company  is  snbmittccl  herewith,  including  consolidated  hal- 
nnee  .sheet  as  of  Jnmiary  .11,  1942,  and  consolidated  surplus  and  profit  and  loss  statements  for  the  fiscal  year. 

Consolidated  net  profit  of  j'oitr  Company  and  its  wholly-owned  subsidiary  companies  for  the  fiscal  year 
amounted  to  $4,621 ,787.77,  cciuivalcnt  to  $3.75  per  share  of  capital  stock  outstanding  (exclusive  of  shares 
held  in  the  treasury)  at  the  cln.se  of  the  year,  compared  with  $5,046,798.58,  or  $4.10  per  share  for  the  previous 
year.  Provision  for  federal  taxes  on  income  for  the  current  year  amounted  to  $4,983,000.00  (which  includes 
$2,705,000.00  excess  profits  tax)  compared  with  $2,024,000.00  for  the  previous  year,  an  increase  of 
$2,9.19,000.00,  (.$2,40  )icr  share).  In  coni|)uting  the  net  profits  for  the  current  year,  your  Company  adopted 
the  *'lnst-in  first-nut”  method  of  inventory  v.aluation  which  had  tlie  cITcct  of  reducing  the  consolidated  net 
lirofit  hy  $586,958,.10,  or  47  cents  per  .share.  Note  1  to  the  financial  statements  more  fully  explains  this  method. 

Total  taxes  for  the  fiscal  year  (exclusive  of  those  included  in  cost  of  goods  sold)  amounted  to  $7,212,266.28 
($5.86  per  share),  compared  with  $3,943,916.05  ($3.20  per  .share)  for  the  previous  year,  an  increase  of 
$3,268,350.23  or  $2.66  i)cr  share. 

Cash  dividends  amounting  to  $3.00  per  share  were  paid  during  the  fiscal  year. 

Net  sales  for  the  year  were  the  largest  in  the  history  of  your  Company  and  amounted  to  $134,916,202.76 
compared  with  $112,934,904.02  for  the  previous  year,  an  increase  of  $21,961,298.74. 

Adequate  provision  has  been  made  for  possible  losses  on  all  customers’  notes  and  accounts  receivable. 

Inventories  of  merchandise  at  January  31,  1942  amounted  to  $20,242,872.33  compared  with  $14,685,942.45 
at  January  31,  1941.  As  previously  stated,  your  Company  adopted  the.  "last-in  first-out”  method  to  deter¬ 
mine  the  co.st  of  inventories  at  J.anuary  31,  1942  whereas  we  previously  used  “cost  or  market,  whichever  is 
lower"  as  determined  by  the  retail  method.  Your  Board  of  Director!!  decided  to  use  the  "last-in  first-out" 
method  because  it  tends  to  partly  eliminate  increases  in  inventory  values  resulting  from  the  rise  in  commodity 
prices  such  ns  experienced  during  the  past  year,  as  well  as  decre.ases  which  mav  occur  in  the  future.  The  re¬ 
sult  of  this  change  is  that  inventories  and  profits  before  taxes  arc  $2,128,958.30  less  than  they  would  have 
been  on  the  basis  formerly  used.  This  change  also  decreased  the  provision  for  federal  taxes  on  income  by 
$1,542,000.00  but  it  sho\ild  be  noted  that  the  "last-in  first-out"  method  may  not  be  used  under  existing  pro¬ 
visions  of  the  federal  tax  laws,  although  it  is  believed  that  retroactive  legislation  may  be  enacted  to  make  the 
use  of  this  method  permissible  for  the  year  under  report.  As  previously  stated,  this  change  had  the  efTcct 
of  reducing  the  consolidated  net  profit  by  $586,958,30. 

Purchase  commitments  at  the  year  end  were  somewhat  larger  than  normal.  It  is  believed  that  our  buying 
policy  is  conservative  and  in  all  respects  commensurate  with  sales  volume. 

Current  assets  of  your  Company  and  its  wholly-owned  subsidiaries  at  January  31,  1942  amounted  to 
.$44,351,840.55  and  current  liabilities  to  .$8,210,691.52,  or  a  ratio  of  5.4  to  1. 

The  new  store  addition  at  Baltimore,  Maryland,  was  completed  during  the  year  and  the  construction  of 
additional  floors  to  the  Akron,  Ohio,  store  was  practically  completed.  The  construction  in  progress  at  Denver, 
Colorado,  should  bo  completed  in  the  near  future. 

Because  of  the  larger  volume  of  sales,  resulting^  in  increased  customers’  notes  and  accounts  receivable 
and  die  necessity  for  maintaining  larger  inventories,  it  was  deemed  advisable  to  borrow  additional  funds.  Ac¬ 
cordingly,  on  November  21.  1941,  your  Company  arranged  for  bank  loans  aggregating  $6,000,000.00,  to  be 
repaid  in  equal  instalments  three,  four  and  five  years  after  date,  with  interest  at  the  rate  of  1J4%  per  annum. 

It  is  with  deep  regret  that  I  mark  the  passing  of  our  beloved  Director,  Vice-President  and  Secretary, 
Samuel  B.  Butler.  He  served  our  Company  since  its  inception  and  was  active  in  its  affairs  until  the  date 
of  his  death.  His  loyalty  and  guidance  will  long  be  remembered. 

The  continued  cooperation  of  directors,  officers  and  employees  is  most  gratifying  and  deeply  appreciated. 

Respectfully, 

MORTON  J.  MAY, 

President. 
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April  15,  1942. 


To  TUii;  Board  or-  Diuhctous  oi- 

Tin;  May  Depautmknt  Sioiuis  Company: 

We  have  examined  the  consolidated  balance  sheet  of  Tlic  May  Department 
Stores  Company  and  its  wholly-owned  subsidiary  companies  as  of  January  31,  1942, 
and  the  consolidated  statements  of  profit  and  loss  and  surplus  for  the  lisad  year 
then  ended,  have  reviewed  tlie  system  of  internal  control  and  the  accounting  iiro- 
cedurcs  of  the  companies  and,  without  making  a  detailed  audit  of  the  transactions, 
have  examined  or  tested  accounting  records  of  the  companies  and  other  supporting 
evidence,  by  methods  and  to  the  extent  we  deemed  appropriate.  Our  examination 
was  made  in  accordance  with  generally  accepted  auditing  standards  applicable  in 
the  circumstances  and  included  all  procedures  which  we  considered  necessary. 

A  change  in  accounting  policy  was  made  during  the  year  ended  January  31, 
1942  in  the  adoption  of  the  ‘‘last-iii  lirsl-out”  inventory  basis;  thi.s  change  is  c.x- 
plained  in  Note  1  to  the  financial  statements. 

Furniture,  fixtures  and  equipment  and  delivery  equipment  are  stated  in  the 
balance  sheet  at  a  net  amount  of  $2.00  and  no  deductions  have  been  made  in  the 
consolidated  profit  and  loss  account  for  depreciation  with  respect  thereto,  but  the 
net  cost  of  additions  for  the  year  has  been  charged  against  earnings. 

In  our  opinion,  subject  to  the  exception  stated  in  the  preceding  paragraph  re¬ 
lating  to  the  accounting  procedure  for  certain  fixed  assets,  the  accompanying  con¬ 
solidated  balance  sheet  and  related  consolidated  statements  of  profit  and  loss  and 
surplus  present  fairly  the  consolidated  position  of  The  May  Department  Stores 
Company  and  its  wholly-owned  subsidiary  companies  at  January  31,  1942  and  the 
consolidated  results  of  their  operations  for  the  fiscal  year,  in  conformity  with  gen¬ 
erally  accepted  accounting  principles  applied  on  a  basis  consistent  with  that  of 
the  preceding  year,  except  for  the  change  in  accounting  policy,  which  we  approve, 
mentioned  in  the  second  preceding  paragraph  and  explained  in  Note  1  to  the 
financial  statements. 

Touche,  Niven  &  Co. 


! 
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I 

THE  MAY  DEPARtI' 

(ANiX( 

AND  WHOLLY-OWl|s 
CONSOLIDATED  BALAHl 


ASSETS 

CuuuuNT  Assets; 

Cash  on  demand  deposit  and  on  hand .  $  8,394,977.96 

Customers’  notes  and  accounts  receivable : 

Regular  retail,  less  reserves  of  ti!664,854.35  .  $10,195,723.73 

Instalment  (a  portion  of  which  is  due  after  one  year),  less 

reserves  of  $456,238.02  . . .  4,750,183.15 

-  14,945,906.88 

Inventories  of  merchandise  on  hand  and  in  transit  (see  Note  1)  . . ..  20,242,872.33 


Other  current  assets: 

Due  from  oflicers  and  employees  . . .  $  52,042.75 

Sales  tax  stamps  and  tokens  . 104,088.29 

Cash  deposited  under  escrow  agreement  for  building  con¬ 
struction  .  100,000.00 

Sundry  debtors  . 511,952.34 

- -  768,083.38 


Total  current  assets .  $44,351,840.55 


OriiKu  Assets: 

Land  and  buildings  not  used  in  store  operations,  at  cost  less  de¬ 
preciation  of  $132,702.32  . . . 

Miscellaneous  investments,  at  cost  less  reserves  of  $8,183.75  . 

Deposits  with  mutual  and  reciprocal  insurance  groups . . 

Miscellaneous  balances  . . . 


$  822,230.36 
1,392,580.90 
12,538.68 
92,090.00 


2,319,439.94 


Fixed  Assets: 

Land,  buildings  and  leaseholds,  at  cost  less  depreciation  and 

amortization  of  $10,996,161.89  .  $27,120,611.11 

Furniture,  fixtures  and  equipment  ($4,691,457.48  on  the  basis  of 

cost  less  depreciation)  . 1.00 

Delivery  equipment  ($172,046.74  on  the  basis  of  cost  less  depreci¬ 
ation)  . 1.00 


4 

27,120,613.11 


Deeeuued  Chahces  : 

Prepaid  insurance,  taxes,  licenses,  etc .  $  491,104.25  ‘ 

Inventory  of  supplies  . .  427,702.27 

Mortgage  discount  and  expense  .  11,297.40 

-  930,103.92  . 

Goodwill,  trade-names,  ETC .  1.00 

$74,721,998.52 

Note:  The  accompanying  explanatory  notes  are  an  integftt 
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Statement  No.  1 


f  STORES  COMPANY 

jporation) 

|siDIARY  COMPANIES 

bET,  JANUARY  31,  1942 


'f 


P 


LIABILITIES 


Current  Liabilities  : 

Accounts  payable — trade  creditors 


Accrued  liabilities : 

Salaries,  wages,  bonuses  and  commissions .  $  1,628,611.77 

Federal  taxes  on  income  (see  Note  1),  less  United  Stales 

Treasury  notes,  tax  series  B,  1943-44  of  $4,000,000.00 .  1,100,000.00 

Other  taxes .  1,039,315.92 

Interest  .  84,250.22 

Miscellaneous  .  15,339.51 


Other  current  liabilities : 

Mortgage  instalments  payable  within  one  year .  $  131,250.00 

Bank  loans,  due  May  28,  1942  .  600,000.00 

Reserve  for  outstanding  trading  stamps  and  coupons .  413,319.41 

Sundry  creditors  .  482,744.17 


Total  current  liabilities  . 

Reserves  : 

Federal  income  tax  on  deferred  profit  from  instalment  sales  (e-x- 


cluding  excess  profits)  .  $  558,722.39 

Insurance  and  pensions  . . .  57,636.67 


Long-Term  Debt: 

Mortgages  payable,  due  1942  to  1950  .  $  4,473,100.00 

Bank  loans,  due  1942  to  1948 .  10,400,000.00 


$14,873,100.00 

731,250.00 


$13,673,520.00 


39,449,137.94 


$53,122,657.94 

Less  treasury  stock,  136,956  shares,  at  par .  1,369,560.00 


Less  amounts  due  within  one  year,  included  in  current  liabilities  ... 

Capital  Stock  and  Surplus  ; 

Capital  stock: 

Authorized,  2,500,000  shares,  par  value  $10.00  each 

Issued  (including  scrip  equivalent  to  20  shares),  1,367,352 

shares  . . . 

Surplus,  from  Statement  No.  2: 

Earned  surplus  .  $29,411,284.87 

Capital  surplus  .  10,037,853.07 


’this  statement  and  should  be  read  in  conjunction  therewith. 


I 


$  2,655,860.52 


3,927,517.42 


1,627,313.58 
$  8,210,691.52 


616,359.06 


14,141,850.00 


51.753,097.94 

$74,721,998.52 
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Statement  No.  2 


THE  MAY  DEPARTMENT  STORES  COMPANY 

AND  WHOLLY-OWNED  SUBSIDIARY  COMPANIES 


CONSOLIDATED  SURPLUS 

YEAR  ENDKD  JANUARY  31,  1942 


Eauned  Surplus : 

Balance,  February  1,  1941 


Add: 

Net  profit  for  the  year  ended  January  31,  1942,  from  Statement  No.  3  . 


Deduct: 

Cash  dividends  Nos.  119  to  122  inclusive  paid  on  March  1,  June  3,  September 
3  and  December  1,  1941,  respectively,  at  the  rate  of  75  cents  per  share  on 
each  date  . . 

Balance,  January  31,  1942,  to  Statement  No.  1 . 


Capital  Surplus ; 

Balance,  February  1,  1941  . 

Deduct — nominal  sum  at  which  established  amount  of  leases  acquired  subsequent 
to  organization  of  the  Company  was  formerly  stated . . . . . 

Balance,  January  31,  1942,  to  Statement  No.  1 . 


Total  Surplus,  January  31,  1942 


$28,480,625.10 

4,621,787.77 

$33,102,412.87 

3,691,128.00 

$29,411,284.87 

$10,037,854.07 

1.00 

$10,037,853.07 

$39,449,137.94 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


Statement  No.  3 


THE  MAY  DEPARTMENT  STORES  COMPANY 

AND  WHOLLY-OWNED  SUBSIDIARY  COMPANIES 


CONSOLIDATED  PROFIT  AND  LOSS 

YEAR  ENDED  JANUARY  31,  1942 


Net  Sales  (including  those  of  leased  departments) . 

Deduct  cost  oe  goods  sold,  selling,  oeerating  and  administrative  expenses, 
e.vclusive  of  items  listed  below  (see  Note  1) . 


Deduct: 

Maintenance  and  repairs . . . .  $  971,713.53 

Depreciation  and  amortization  of  buildings  and  leaseholds  .  901,943.50 

Net  cost  of  additions  to  furniture,  fixtures,  delivery  and  other  equip¬ 
ment  . 987,330.06 

Taxes,  other  than  those  included  in  cost  of  goods  sold  and  federal 

taxes  on  income  .  2,200,945.59 

Interest  on  mortgage  and  other  indebtedness  and  amortization  of 

mortgage  discount  and  e.xpense .  295,073.63 


Total  (exclusive  of  amounts  included  in  non-trading  items  below) 


Trading  Profit . 

Non-Trading  Items — Net: 

Interest  on  United  States  Government  obligations,  less  amortization 

of  premium . . . . . .  $  1,724.36 

Dividends  and  sundry  interest . . .  33,602.90 

Net  income  from  land  and  buildings  not  used  in  store  operations  ....  75,408.64 


$  110,735.90 

Less — net  loss  from  disposition  of  investments  and  fixed  assets....  54,504.01 


Provision  for  federal  taxes  on  income  (including  $2,705,000.00  for  excess  profits) 
(see  Note  1)  . 

Net  Profit  (see  Notes  1  and  2),  transferred  to  earned  surplus.  Statement  No.  2 . 

Note:  The  accompanying  explanatory  notes  are  an  integral  part  of  this  statement  and  si 
in  conjunction  therewith. 


$134,916,202.76 

120,010,640.57 
$  14,905,562.19 


5,357,006,31 
$  9,548,555.88 


56,231.89 
$  9,604,787.77 
4,983,000.00 

$  4,621.787.77 

)ul(l  be  read 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


THE  MAY  DEPARTMENT  STORES  COMPANY 

AND  WHOLLY-OWNED  SUBSIDIARY  COMPANIES 


NOTES  TO  FINANCIAL  STATEMENTS 

JANUARY  3t,  1942 


1.  111  till!  iiri'iiixrntioii  of  Imlniu'o  sheets  aiul  the  ilelerniimitioii  of  net  profits  of  prior  years,  mcrchaiiilise  inventories  have 

been  stateil  on  the  basis  of  "cost  or  inarhet,  wbiebever  is  lower",  as  deteriniiied  by  the  retail  method  of  inveii- 
tiiries.  Tlie  use  of  the  liasis  of  "cost  or  market,  wliichevcr  is  lower"  has  been  continued  as  at  Jnmiary  31,  1942, 
blit,  ill  arrivini!  at  cost,  a  cIuiiibc  has  been  made  to  the  "last-in  first-out"  (!-ifo)  method  based  upon  an  index  of 
retail  priee  cliiinKes  siiitu  Jnmiary  31,  1941.  The  use  of  this  method  for  the  year  ended  Jaiuiary  31,  1942  has 
resiilteil  in  (1)  a  I'eiiticlion  of  inerehandiac  inventories  by  $2,128,958.30  with  an  approximately  corresponding:  re- 
diietiim  of  net  profit  (ler  hooks  liefuru  provision  fur  teder.il  taxes  on  income,  (2)  a  rcductioii  of  $1,542,000.00  in 
tlie  provision  for  feiieral  taxes  on  income,  and  (3)  a  rediiution  of  $586,958.30  (kciiip:  tlic  dilTcrcncc  between  the 
two  (Ipiives)  ill  net  profits  after  providing  for  such  taxes.  While  the  "last-in  first-out"  method  may  not  bo  used 
hy  the  Conipaiiy  for  tax  piiriioscs  under  the  existing  provisions  of  the  federal  tax  laws,  there  is  reason  to  believe 
that  retroactive  legislation  may  he  enacted  permitting  its  use  for  the  year  covered  by  this  report.  In  the  event, 
however,  tliat  adequate  retroactive  legislation  is  not  enacted,  the  taxable  income  of  the  Company  for  the  year 
ended  January  31,  1942  would  be  increased  by  approximately  the  aforementioned  $2,128,958,30  and  the  federal 
tax  liability  would  be  increased  by  $1,542,000.00. 

2.  During  the  year  ended  January  31,  1933,  the  depreciated  coats  of  furniture,  fixtures,  delivery  and  other  ctiuipmcnt 

were  reduced  to  nominal  sums  of  $1,00  each  and  certain  deferred  expenses  were  written  off  by  charges  to  earned 
surplus.  Since  that  date  it  has  been  the  consistent  policy  of  the  Company  to  cxiicnsc  additions  to  these  classifica¬ 
tions  of  assets,  Mali  provision  for  depreciation  and  amortiaation  been  made  and  the  net  cost  of  additions  during 
the  year  to  tlicse  accounts  been  capitalixed  instead  of  being  charged  against  earnings  in  tlie  profit  and  loss  state¬ 
ment,  tiic  consolidated  not  profit  would  liavo  been  $4,797,046.76. 

3.  Of  the  56,000  shares  of  capital  stock  reserved  in  1926  for  sale  to  employees,  there  remain  30,426  sliarcs  available 

for  subscription  at  $55,00  per  sliarc. 

4.  Tlie  approximate  cost  of  $575,000.00  to  complete  construction  of  tbc  new  store  additions  being  erected  in  Akron, 

Oliio,  and  Denver,  Colorado,  is  not  reflected  in  tlie  accounts  at  January  31,  1942. 
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Stores 

Tue  M.  O’Neil  Company,  Akron 

The  May  Company,  Baltimore 

The  May  Company,  Cleveland 

The  May  Company,  Denver 

The  May  Company,  Los  Angeles 

The  AIay  Company,  Los  Angeles  (Wilshire) 

Famous-Barr  Company,  St.  Louis 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


